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Commissioners, President Fleishman, and fellow FEBA Members:

| .
| am as always, honored to address FEBA, a group
whi ch has contri buted so nmuch to the understandi ng and

advancenent of energy |law, especially at the federal

level. 1In fact, | have stayed a nenber of FEBA | onger
than | have any ot her professional organization --— 20
years. And, | am pl eased that under Bob Flei shman's

| eadership you have begun to think strategically about

how to neet future challenges as the energy industry
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and the | egal profession change. | am pl eased,
notw t hstandi ng the fact FEBA will becone EBA. | would
have preferred sonething likely to gain nore w despread

recognition, |ike Lawers Wthout Borders.

.

Lawyers, adm nistrators, and business | eaders --
whom Peter Drucker (who turns 90 tonorrow) would cal
"knowl edge wor kers" -- collectively face extraordinary
chal l enges. FEBA' s strategic plan recognizes nmany of
t he sane chall enges we have grappled with at the
Commi ssion: the evolution of energy |aw and policy at
the state as well as federal |evels; profound
structural and business changes in the industry; the
gl obali zati on of markets; new technol ogi es and sources
of energy; e-commerce; the growing reliance on dispute
resolution instead of litigation or conventional
regulation, to nane a few. Today, it really matters
t hat organi zations |i ke FEBA and agencies |i ke FERC can

| earn and adapt. It matters nost because, in a
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conpetitive environnent, your clients and our custoners
are getting that nessage and facing those sane

chal | enges, too.

When in 1815 the Prince Regent asked Marshall
Bl ucher (the man who won the Battle of Waterl oo for
Wellington) if he found it a great disadvantage not to

be able to read and wite, Blucher replied "Your

H ghness, that is what | have a chaplain for." In
fact, until well into this century, nost people could
do perfectly well w thout such capabilities. In a

simlar vein, the executives runni ng nonopoly or
franchised utilities worked for nuch of this century in
a tactically interesting but strategically
unchal | engi ng environnent. However, they found they
coul d succeed, in part by relying on the chaplai ncy of
the energy or antitrust bars to negotiate those strange
regul atory or political obstacles that threatened to
eat into earnings. Until recently, they didn't

necessarily need to understand the regulatory or



FEBA, 1999 Mid-Year Meeting, November 18, 1999 -4 -

political environnments, worry about gl obal nmarkets,

I npl enment new concepts of nmanagenent, or take advantage
of alternative channels of commerce |like the Internet.

| need not tell anyone here how nuch all that has

changed.

The 21st century will be a far |less forgiving place
than the century just concluding when it conmes to the
demands pl aced on industrial and commercial |eaders to
have first-hand famliarity with an expl odi ng know edge
base. Peter Drucker has witten that, since the 21st

century is terra incognita, professional nmanagers have

only one clear road sign to guide them "Continuous
Learning." Unlike Marshall Blucher, nobst of these
seni or executives wll have to know and participate in
the political, reqgulatory, e-comerce, and financi al
environnents in which they operate with facility equal
to that which they possess in operating their own

busi nesses day-to-day. |In other words, they wll |earn

to lead both within and beyond the walls of their own
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organi zations. And, nost energy conpanies w ||
conclude that litigation is a terribly inefficient way
to manage and conpete, especially when the market noves
faster than any adm ni strative process possibly coul d.
In sum there are inportant devel opnents that are
conspiring to change the well-worn rel ati onshi p between
energy conpanies and their attorneys, devel opnents that
are sonewhat unpredictable, but nonetheless historic

and pr of ound.

[l

| feel your pain! Wen | sat down in the summer of
'97, to review a draft of the Comm ssion's very first
strategic plan, as required by Governnent Performnce
Results Act (GPRA) -- a piece of legislation which,
taken seriously, could affect the operations of
governnent nore than anything since the APA -- |
qui ckly recogni zed that the lofty regul atory objectives
staff had skillfully articulated were castles in the

air. W had no buy-in for a particular set of
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strategic goals within the Comm ssion. W had only a
di m under st andi ng of what our constituents or
custoners, or the markets we regul ate, wanted or
needed. We had no general understanding of the

Commi ssion as a participant in the evolution of
conpetitive markets, beyond case processing and
occasionally | obbing sonething |Iike Order Nos. 636 or
888 onto the conpetitive battlefield. W had no
processes or organi zations dedicated to and focused on
achi evi ng progressive goals. The Comm ssion was
pursui ng the policy of conpetitive markets with an
organi zati on designed and built to process cost of

service rate cases.

On the other hand, we did not have a record of
failure, inaction, dysfunction, or ineptitude either.
The Comm ssion did not have a "burning platfornm — as
consultants often put it — wupon which to build an
I nherently conpelling case for change. What we did

have were intelligent, well-notivated Conmm ssioners, a
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great staff in terns of its dedication and experti se,

and a tradition of doing quality work and a lot of it.

One m ght have argued persuasively that the prudent
course woul d have been to | eave well enough al one.
And, believe ne, there have been tines in the past two
years when | m ght have been inclined to take that
advice. In these days of changing industry goals and
structure, tight job markets, and even tighter federal
budgets, not to nention Dilbert's unsettling
coment ari es on absurd bureaucratic behaviors, w nning
any organi zation's conmmtnent to change and to new
shared goals is a real challenge. And to try to nove
ahead with process and | eadershi p changes w t hout
sl owm ng the substantive productivity of the Conm ssion
I s sonmewhere between anbitious and crazy. O at |east,

so |'ve been told.

Scott Adanms, in his com c nmanagenent treatise

entitled "Thriving on Stupidity in the 21st Century,"
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has Dil bert predicting that "the next 100 years will be

a search for better perception instead of better
vision." The grain of truth in that witty bit of
cynicismis that every governnent and corporate
executive tends to succunb to that nost el enental of
human tenptations -- the urge to reorganize. All too
often, giving into that tenptation is little nore than
a not-very-subtle show of power and control. For
better or worse, | fear that tenptation to reorganize
IS even greater where political appointees take over a
gover nnent agency previously run by another political

appoi nt ee.

Drucker believes that way too nuch reorgani zation
goes on, w thout an adequate basis or understandi ng of
t he consequences. He calls this "organizitis" and
conpares it to a spastic colon or surgery in response
to a pin prick. | hope | entertained few such
anbitions in 1997. But, as | thought about the

Congress' requirenent that we think strategically about
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how we performour mssion in the future and the
resources given to us by the taxpayers, it was hard to
escape the conclusion that, while the Conmm ssion had
denonstrated the ability to do its daily work well and
even to excel at it, the Comm ssion found it difficult
to ask if that work was the right work, if it was in
all instances relevant, or if it ought to be done at
all. As a federal agency and as an organi zation wth
its owmn culture and traditions, we were so devoted to
doing things right that no one had tinme to ask if we

were doing the right things.

| stand before you today persuaded as perhaps no
Comm ssion Chair has ever been persuaded, that in the
future we stand ready, willing, and able to ensure that
federal energy regulation will be appropriate to the
changi ng circunstances in which the agency and the
various publics it serves find thenselves. Two years
after FERC First was conceived of by our senior

| eadership, | amhere to say that it has now
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successfully done its part. | amtherefore asking
Christie McGue, our excellent director of FERC First,
former Executive Director, and a recent recipient of a
Presidential Rank Award, to join ny office as Speci al
Advi sor for Business Performance during the remai nder
of ny tenure. Her job will be to carry the torch of
conti nuous inprovenent and in pursuit of "better,
faster, cheaper.” Wth that nove, it wll be our new
office | eadership that takes on the primry

responsi bility for noving ahead with FERC First

I npl enmentati on and our M ssion, Vision, and Val ues.

And what a magnificent group of new | eaders they
are! You will be hearing fromsone of themon today's
program Equally inportant, this is a group who will be

|istening to what you have to say, just as the entire

FERC First effort was guided, not just by our views but
by the opinions of our external custoners and

consti tuents.
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| am not going to recount for you everything that
has been acconplished over the 20 nonths of FERC First
steering conmttee neetings, focus groups, analyses,
reports, and business cases. |If you need all those
details, visit our website and God bl ess you. W have
| earned a lot. Qur managers even |l earned how to run
nmeetings, a not-to-be-underestimted skill in our
worl d. The progress we've made in this area contrasts
sharply with pre-FERC First neetings. Here's a snippet

froma neeting two years ago.

"Hoecker: |'ll begin by reading the m nutes
fromour last neeting. 'Smith: |If | don't get
out of this room ny head will expl ode.
Boergers: | feel like I'"'mtrapped in a Kafka-

esque nightmare. MQ@e: This is two hours of

ny life I'll never get back ...

Conpare that to a nore recent Senior Staff neeting:
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"Yes, M. Chairman, that's a great idea. W'lI

do whatever you think. Can | take on that
extra project? Don't give ny vacation a second

t hought . "

See the difference? Anyway, | will spare you all the

other details of FERC First.

After FERC First, people affected by FERC | aw and
policy will little note nor |ong renmenber why or how we
did what we did. Behind the public pronouncenents, the
story is fairly conplex. There was the research and
t he substantive debate that went into the hopper, the
new opportunities we opened up for Comm ssion staff,
the techni ques for enploying interdisciplinary teans to
accel erate processing, thoughtfully-devel oped new
| eadership characteristics that will guide future
managenent, a hi gher | evel of process standardi zation
across areas of Conm ssion responsibility, and a host

of unexpected challenges that we still face going
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forward toward the overall objective of "better,

faster, cheaper."

That story is inportant to us. But, to be frank,
what should count for you -- that is, for our custoners
now and in the future -- is performance. Al you
really need to know is the actual and potential inpacts
the Comm ssion's actions wll have on the practice of
energy |law and your client's ability to participate

effectively in Comm ssion proceedi ngs.

If | were in your shoes, as | once was and nay sone
day be again, | would be hopeful for constructive
change and real service inprovenents. | would hope,
for exanple, for an end to the inconveni ence or anxiety
associ ated with sending a bicycle nessenger across town
at 4:55 p.m wth an original and 14 copies of that fat
but crucial pleading. That's why | would hope for
electronic filing. In that connection, of course, |

woul d al so hope that ny client down in Houston or out
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I n Paducah or Portland wll still need ne to

communi cate wth the agency.

If | were you, | would hope that it woul d becone

-14 -

easier to explain FERC and its decisions to ny client,

who (if he or she acknow edges that their firmis in

fact regulated at all) regards anyone in Washi ngton --

i ncluding you -— wth either aninosity or suspicion.
don't know if we'll ever overcone such sentinents
entirely, but | do know that the Conm ssion of the

future wll have to understand the commerci al

mar ket pl ace nore fully, comunicate that understanding

and its actions nore openly, and devel op regul atory
approaches that let the market work even while we

protect the econom cally vul nerabl e.

As private counsel, | mght hope -- with one eye
ny billable hours, of course -- that cases would be
resolved in ways that are nore tinely and nore

predictable. | would nurture that hope based on the

on
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wor k of FERC First and the new offices in devel opi ng
process reforns, internal scheduling deadlines,
streanl i ned conpl ai nt processes, and alternative

di spute resolution capabilities. | would al so expect
nmy client to be able to know nore going in about the
Commi ssion's and the staff's expectati ons and what |
could do to resolve issues in advance. The Conm ssion
I tself has enphasi zed the value of collaborative pre-
filing processes and has sought to nmake its ex parte
rules | ess problematic for certain communications. So,
| would polish up ny collaborative and di spute

resol ution skills.

If | were you, | mght hope in addition that I
could actually tell ny client in real-tinme what the
status of its pending case is at the Comm ssi on,
wi t hout having to take one of ny old buddies fromthe
staff out for lunch. | would therefore be anxious to
see the Conm ssion's new, highly transparent workfl ow

system energe during the Year 2000.
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We at the Conmi ssion recognize that performance is
the bottomline. Now that the agency has devel oped the
tools, what you and | both nust expect is "better,
faster, cheaper."” Not just next year, but beyond that.
Not just under current market assunptions and
admnistrative realities but as they change and evol ve.
| have high expectations. | amnot alone in that at
t he Comm ssion, or (hopefully) here. Nor is that
belief an anomaly anong those interested in business
process reengineering. | understand that Harvard
Busi ness Review wi || soon publish a very positive study
of 16 progressive organi zations that have enbraced
process-based nodels for the future -- 15 corporations
(many of them energy conpani es) and the FERC. | am

very pleased about that.

And so, what | essons does an executive who believes
I n change necessarily learn froman experience |ike

FERC First?
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First, one nmust have no illusions. I|deas that are
beguilingly sinple and sensible turn out to present
nonunent al i npl enentational challenges. And every
el ement of the adm nistrative nmachinery -- budgets,
personnel rules, information technol ogy, even well -

I ntended adm ni strative procedure reforns -- hold
manager s hostage (in governnent and, | suspect,

el sewhere) to past practices.

Second, never underestinmate your organization's
fear of change. Enpl oyees and even your nmanagenent
will resist it. The executive is thus presented with a
choice; he or she can focus on devel opi ng systens to
facilitate and i nprove work and then judge their val ue
I n energizing the organi zation and i nprovi ng
performance, or he or she can spend tinme nurturing or
erecting checks and controls on those who want to avoid

responsibility or beat the system
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Third, once you start, there is no finish.
Changi ng organi zations is an increnental, not
cataclysmc, process. It takes stomach, patience, and
endur ance and success depends on not being satisfied
with plucking only the [ owhanging fruit, |ike buying
better conputers. But, if greater flexibility and
adaptability in both policy and procedure is the goal,
the organi zation has to devel op an appetite for change
and a certain tolerance for uncertainty in the |ong

haul .

Fourth, information technology is the key enabler
of process innovation, just as it is for conmmerci al

mar ket s.

Lastly, | would say that any organi zati on can be
bot h wel | -managed and poorly led. Part of the reason
for trying to make a good agency better is the
recognition that a changi ng environnent requires new

solutions. That takes creative | eadership throughout
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t he agency, not just nore technical expertise. | have
| earned during this process that good managers are

t hose who focus on doing things right. Leaders, on the
ot her hand, are those who do the right thing. W need
both at the Conm ssion but | eadership is what we have
needed nost. Now we have it. | leave it to you to

judge the results.

I V.

| appreciate the opportunity to engage in this
| nportant digression fromthe usual nmenu of Comm ssion
achi evenents. The Conmm ssion's policy agenda conti nues
to be our focus. That's where FERC First wll
ultimately justify itself. The Comm ssion continues to
wor k on regional transm ssion organizations,
transm ssion pricing reform facilitating the retail
conpetition in those states which believe in custoner
choice for their gas and electric consuners, enhancing
I nt eragency coordination in pursuit of a nore

predi ctabl e and efficient hydropower relicensing
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process, inproving the efficiency and interoperability
of the interstate energy networks for natural gas and
el ectric power, and policing the market to curb market
power abuses and ensure service reliability under new,

nore dynam ¢ nmarket conditions.

FERC First will enable us to do these things well
and to serve our custoners better. | also hope,
selfishly perhaps, that it nmakes a snmall contribution
to reversing the Anerican public's disaffection with
its governnment. |In 1964, three-fourths of all
Anericans said that they trusted the federal governnent
to do the right thing. Today, only 25 percent of our
fellow citizens are willing to offer that |evel of
trust. Major public and private institutions --
corporations, the nedical community, and journalists,
for exanple -- have suffered simlar fates in public
opinion. W should all find that disturbing. |
bel i eve that organi zations committed to serving the

public interest should fare better than that. | d
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know that the Comm ssion will. It is dedicated to
doing the very best for the public. W are obligated

to do nothing |ess.

Thank you.



